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> The subject you have chosen for your meeting here today, ''Political

JEEATE - _ ————
o Activism: The Corporate Dilemma,l'is especially timely as we move zhead -
i — 2 S :

‘into the fanfare and political rhetoric of another election year. It

seems to me, that any discussion on political activism must be framed
in the context of the broader concerns on how industry and government
can work more effectively together to achieve common goals in the interest

of overall national objectives.

‘There are numérous areas of common concern but five emerge as

subjectswhich will have a major impact on our entire economy in the 1980's.

' fhey have a common thread. In all five of these areas both industry and

government must play a role in finding solutions to the problems which~
they raise. This will demand more effective communication énd more

effective sction programs than | believe we have in piace today.
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' government, industry, labor. Last year the General Accounting Office

) ® N . | i
. The first of these concerns is the decline in the rate of ‘our

productivity gqgugg_lnﬁzgsigg>years._ Following a 20-year period after

‘World War 1l when U.S. productivity grew at an average of 3.2 percenf,

- our productivity growth rate began to Hrop about 12 vyears

ago to the point where, in recent months, we have suffered an actual

decline in productivity.

-This deterioration over the 1970s is relatively unique.
in fact, the UnitedVStates'shows the lowest rate of productivity grthh

among the major industrial nations over the last two decades. For the

* years 1960-1977, our growth rate in ﬁational ﬁroductfvity grew only

2.6 percent compared, for exampie, to Japan which enjoyed an 8.8 percent

- growth rate; France a 5.7 percent rate and West Germany; 5.5 percent.

The cost of our recent productivfty stagnation has been enormous.
It has accelerated the pace of inflation. It has weakened the position
of the doltar. It has made U.S. exports less competitive. And, most

troublesome of all, it has reduced confidence in ourselves and in

our inStitutions._ The Joint Economic Committee reéent)y called our

'sluggish productivity growth ''the most important factor contributing to

our present economic malaise.'' The causes for this reversal are

undoubtedly many and there is no readymade solution.

However, | am certain of one thing: "That improvement will

'require the cooperafive efforts of all sectors of our economy--"
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invited 16 leaders from industry, labor, and academia to help us pin




-point specific problems which should be addressed. The group identifiedv'
some 39 separate issues. We did not reach a consensus on all of them;

‘however, all ‘agreed that the government and the private sector have td

work together :5 rembve disincentives and ckeéte new incenti?es for
productivity improvement. | aﬁ.encouraged by the grpwing efforts
to identify productivity problems and oppértunities--the'growth in the
number of iabor management committges; the estabiishment of productivity
centers, many of them univefsity-re]ated; and actions being taken within
‘the Federal Government to spearhead government efforts in this vital
area.’ ’ _ - T

The Secretary of Comﬁérce §n‘February 29 announced'tﬁe establishment

of a new Office of Productivity, Technology, and Innovation to 'work with

the private secter to identify targets of opportunity for advancing

" ‘industry's development and its competitive position in world markets."

The Secretary emphasized that to be successful we must have a close

working Eelationship>with’private industry and with labor.

Encouraging as these developments are, much remains to be done by:
way of reexamining disincentives created by government regulation, by

extending the development of labor management committees, to create tax

incentives through accelerated depreciation or tax credits, to improve

federal patent policies, and, indeed, to imprbve the productivity of

the public sector as well.,

Within the last month legisiation, based largely on GAO's recommenda-

tions, was introduced by Senator Lloyd Bentsen and Congressman Stanley




" Lundine that would create a stréng central focus for Federal efforts

to help impfove private sector productivity. The PFOPOSEdIPrOdU¢tiVitY
council would |ncorporate an- adV|sory board Brawn from the private
sector and wou]d serve as an. advocate ‘within the Federal Government for
regulatory and tax policies degégned to promote productivity.

Other industrial co;ntries have effective productivity centers
and have found ways to achieve close harmony among government, industry,
labor, and academia in attacking produétivity problems. They have been
successful primarily because they have atcurately‘gauged the needs of
"the private sector. Perhaps we”can'ﬂearn-from our own experience in
developing the ﬁost productive agricultural economy in the worid. All
sectors of our ecbnomy played a vital‘part in reéching that goal. It

is a strong precedent.

"~ The second of these concefnﬁ is.inflation--avgrowing cancer in

our economy for which there is no easy cﬁré. The proposed solutfons
are many, and the prospects of reversal of the recora rates of inflation
seem rehote. All woﬁ]d agree | believe, that any solutions williinvolve
sacrifices byt the fewards will be great if we succeed. Above atl, w
‘must avoid becoming an ''indexed economy.' There are signs that thfs

can happen. Over half of the total Federal budget is now indexed and
more and more we find pressures for indexing everything fromvinterest
rates to.taxes, pension funds and wages. This may not happen overnight,
but the pressures for it to happen arevgrowing and ;he rgsults, in my

opinion, would be disastrous.




. While avoiding the superfiéiél attfactiveness of étatutory wage

. ¥ : _
“and price controls, we must nevértheléss,conscientiously observe wage
and price guidelines. If such guide]iﬁesare‘accompanied by a firm and
“cafefulty"orchestrated:set>of~po]icies to restrain demand, they can

exercise important restraints and dampen the fires which feed the

inflationary spiral.l

The third, and'reléted, area in which l‘beiieve there.is a critiéa}
need for tooperation between industry and governmént is in the arena
of Federal regulations; We muét find some solutioﬁ‘to the dilemma which
we face in dealing with regulations, pért{;ularly those regulations which
| have come aont in recent years,desigﬁed‘to p}oteét‘our environment,

our safety, and our health.

'ThebgrOWth of fggulation is‘undefscdred by thé fact that some

26 new regulatory agencie§ haQe been'éstab1ishéd in the last IS years.
It is further undérscdred withia fecedt'étatement of the Council on '
Environmental Quality informing u§ thét total pollution abatement
expenditures over the 10 year period 1978-87 will reqﬁire more than

$700 billion in outlays by faxpaYers; consumers, industrial firms, and
vmunicipa]ities if‘stat;tory objectives are:to'be achieved. The burden on
the industrial sector is illustrated by the fact that for air pollution
controls alone total expenditures will approximate $306 billion, with
industry and utilities paying over 90 percent of the cost. These costs,

for the most part, will be passed on to the consumer in the form of

higher prices, providing a further stimulus to inflationary pressures..
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"Legislation is pending in both houses of the Cohgress for

e

‘regulatory reform to provide better criteria as to whether-andf‘

when benefits outweigh costs of regulations. The legislation further

calls for stricter analysis of the impact of regulations before

putting them into effect, and better congressional oversight.

Certainly this is a matter of highest priority for all who are concerned

“with striking a balance between the need for protection of our health,

environment, and safety, and the nced to minimize the burden on the

-economy resulting from these fegulations. 

Fourth, is the growing concern from our continued adverse balance
of payments and our reduced ability to compete in foreign markets to

offset the costs of highly priced imported oil.
GAO has taken a position on trade and payments»méttérs, including
Government export promotion and financing, Government administratfon

of buy-national, unfair trade, import relief, and export control

~legislation. ‘We have expressed the view that international trade is vital
to the U.S. economy, hoting the great number of jobs associated with it
“as well as the economic and political benefits of a stable trading

 environment.

We believe there is wide support in the private sector for

-Government change in the trade area. This'supportmis borne of a

- concern that other countries are eroding traditional U.S. markets and

that the Government's efforts to protect legitimate national and

corporate interests seem inadequate.

et



Recently, trade Bas been placed higher in the Goverhment'silist
of priorities in an~éffort to insure the continuing attention it
deserves. The U;S.‘approach to trade must stress .a c00perétiyé,
rather than an aaver;ary, re]ationship'among'querhment, business,
fabor, and consumers. The natu%g and extent of this relatiodship
will have to evolve, but certafnly‘Should fall considerably short of
the closely integrated planning systems used by Japaﬁ and some
European countries. A progfam which effectively balances these.

constituent interests, domestically and internationally, will then

be required to guide activities in this area.

The fifth and finé] area whfch‘lvwould.like to discusg Eriefly

is the need-for increased inferchange and improved éommuhicatioh
‘between gbvernﬁent and industry. »Tﬁis relationshiﬁ‘Will ﬁéver be
.entirgly harmonious. But fhat"does not preclude the neéd for
improvement. In the business sector there is still a marked tendency
" to make speeches which can only»be‘tharacterized as antigovernment.
The message of thege remarks, which are géod rhetoric befqre the local
Lions Club or Kiwanis Club, isvthat everything would be just fine if |
government would go away and leave the ''free private enterprise system'' to
conduct its affairs accofding to the ruleé of the market place. That
_position is'unrealfstic, does no one any good, and probably never
repfesented an accurate poftrayal of government-industry relations

even 50 or 100 years ago.

Let me explain why | feel so strongly on this subject. The size
of government'has grown at all levels--Federal, State, and local--in

- response to perceived social needs, ihc]uding particularly the needs
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of business. The Federal Government's portion of the Gross National

Product has increased in recent years from 18 percent to 22 pefcent;
Government outlays are wfde]y perceived by economists and businessmen
as having a major stabi]fzing effect on the economy. In spite of the
size of the deficit and growth of fédera] expenditures, strong
pressures fromvall sectors of our sociefy are pﬁshing for increasing
expenditures in defense oﬁtlays, job training, research and develop;

ment,jspace programs, and many others.

This is not to suggest that any program is isacrosanct and
not subject to the severest scrutiny at a time when inflation is

rampant and‘federal deficits have occurred for nearly 20 years without

‘exception. But the essential point is that many sectdrsrof business

- have a stake in particular programs which are not easy to give up.

' Let me cite further evidence of this close relationship. Govern-
ment purchases from the private sector now represent appfoximately $100
H

billion a year. Much of this is for military preparedness. - And

while there are some companies devoted almost exclusively to defense

~ and other government wOrk, government procurement is interlaced with

products for the commercial market to a very high degree. This means

that government has a high stake in the efficiency with which government

. contracts are executed and business, in turn, has a high stake in

maintaining its reputation for quality and fair prices of those products

N

pfoduced by the business sector.

The Federal Government in many other ways calls on the private

sector for the performance of services directly, ranging frem training




~and hiring the hard-to-employe to providing consultative and réseafch

services, community development, and so on. Much of this has been

at the local level such as the work of the Downtown Council in Minneapolis

in financing architectural planning for public and private projects,
the Chicago Central Area Committee which has worked closely with Chicago's

City Planning Departmént in developing the Chicago 21 Plan, and the Economic

-~ Growth Council in Detroit. But industry has also worked closely with

federal agencies in such important areas as energy conservation, job training,

and assistance to small business. Federal outlays this year for consulting

.

fees to business and non-profit organizations:are estimated at nearly

$2-1/2 billion.

Still another facet of this interrelationship is in the form of loan

guarantees and subsidies to private industry. Loan guarantees have grown

* from $125 billion in 1970 to $197.7 billfon in fiscal year11979._

'Thé CongressionaT Research Service has found that there were nearly

.200 guaranteed and insured loan programs. Proposals for more and expanded
_programs are péndingvin the Congress. Traditionally, loan guarantees have

- been used most often to assist in the purchase or renovation of residential

housing through the auspices of the Department of Housing and Urban

Development (and its predecessors) and the Veterans Administration.

In 1965, for éxample, the guaranteed loans of these two agencies
g

" accounted for 96 percent of all guaranteed loans outstanding. In 1979,

however, this percentage had dropped to 76 percent. This reflects the

proliferation of guaranteed loans in other areas. In recent yvears, loan
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guarantees have been used or pr&ﬁosed to finance such activiti;s.a;
synthetfc fuels development, urban mass transit programs, the Lockheed
and the Chrysler Corporations, énd'New York City.

| cite these relatiohships}by way of emphésizfng the essentiaf
point of my remarks here today on the need to fmprove the channels
of communication between fndustry and governmeﬁt. We are not a stfictly-
freé eaterprise economy in the sense that some speechmakers qu]d like-
to have us believe. We are a ﬁixed economy, or as sbme would prefef it
a hybrid econémy, where business and pub[fc sectors must work.#dgether.
What we need is better dialogUe~tovassure'fhat~each“has it proper
role--industry Ey'industry or pérﬁapérin.some cases even by'cdmhunity‘
of interest.‘ Without agreement on common objecfiQes,.the‘means fof'
»;'creating a cooperative atmosphere is made more difficult, if not

~

A

impossible.

‘Tﬁere are mén* avenueé’fof commdnicaﬁidn. It”has been my privilege
to work'closély with a number of business organiiatioés over a ﬁeriod of
‘many years. Frankly, |>am not dfscouragéd. | see much evidence in
organizations suéh as The Conference‘Béa}d, the American Managément
~Associations, The Business Council, the Committee for Economic Developmgnt
and similar organizations, in recognizing the interdependence of government
and industry; We are seeingmore interchange programs such as the -
:Executive Interchange Progrém, the business orientaﬁion programs of the
"~ Brookings Institution, the White House Fellows Progrgm anﬁ the Corpofatg

Executive Development Program of the Chamber of Commerce.
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A significant positive move towardﬁgreater participation by the .corporate

‘ wor]dvin the dgvelépment’of public policy has been made by fhe Conferénce
.’Board. A little more,than‘four years agé, its trustees approvéd th;
 initiation‘of a neﬁ management develoﬁmentvﬁroqram: The Congfeésional
Assistant Program in Washingtoaa _ thder this progfam, about’a dozen
mia-career, high potential executives are able to spend a yéar working

on the staff of a Congressional committee, fbl]owing an intensive series

of orienfatfon,veducétion énd briefing sessioﬁs. Each Congressional
assistént is then carefully assigned to a committee whose jufisdiction

dbes not represent a feal or even appa}é;t conflict of interest for the
-sponsoring cohpany. The participating execgtives Iea?n the legislative
process through-“hands-on" ekperience, Théy learn the meanfng of coalition
‘Euilding, comprdmise and consensus; they also learn about the complexity

of our naticnai‘problems and about the diversity of interests that need to

be accommodated in solutions.

"I have beénlfnvolved with this program as Chairman of its Advisory
<, vCommitteé. | have been gratified to see that, after the participants
‘return t§ tﬁeir corporate functions--aé 33 young men and womén how have--
‘they are more socially.aware managers. Their decision-making style includes
‘sensitivities to concerns that might, prior to their Washington experience,

)

‘have been considered external to those of business.

While the Congressional Assistant Program will necessarily remain small
in the number of participants each year, it is representative of the kind
of innovative approach business can and Qhould'take to contribute to public
ipolicy makingl while at the same time enriching the quality of the future

. leadership for business.
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Programs such as these substantially improve the dialogue between

government and industry; a dialogue seeking recognition of a mutual

problem, a dialogue ‘which clarifies current pdl?cy'andbattitudes; and

a dialogue which stimulates thinking»ébout alternatives which preserve

-

the objectives of current policy without impeding other initiatives

which would benefit the economy.

Our work in the productivity area suggests that business has an

important stake in governmental policy and actions. To protect what

_ they see as areas of vital interests to their companies, Chief Executive

Officers are {ncreasingly feel?ng compelled to speak out on 'political"

issues. This most likely will not only continue, but increase.

The question may be transformed from one dealing’with the proprfety

"of “speaklng out' to one which focuses on the nature and qualnty of the

: response.' I wnse publlc pollcy ina number of areas is to be achieved,

business ]eaders must make a posutlve contributson This requires that
business leaders resist giving in to the temptation to respond publicly

in an emotional manner about government “getting of f business' back."

- Instead, Chief Executive Officers must develop a diélogue in non-

public forums instead of public confrontation with government. In this

‘way business responses can show an understanding of government's putative

or real public policy concerns and present arguments, data, analyses,
and alternatives which relate to the issue under discussion and find

solutions more acceptable to both.
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‘for its‘part, government must bé»wflling to listén,vand ié-toé
must refrain from emotional responses.fo-concerns expressed by buSinesses.
In a>recen§ addréss at HarvardvUniverSIty, Irving Shapiro, Chairman
of E.l; du Pont de Nemouré & Company,ﬁade the poiht very Weil. On the
subjeﬁt of the workihg re]ationship between the board rooms of America
and Washington, D.C., Mr..Shapiro-said; |
| . '"What is heeded are some new premises about the right
| and proper relationship between'business_and‘gbvernmént.
for a long time the two have been circling around each
other like gladiators in combat, blocking and parrying
' each other's moves. That may amuﬁe some of the spectators,
but too often it results in poor government policieé and
‘lousy business decisions. You get pfogfams grounded in
'viﬁdictiveness rather than practicality, and all the
whiie, enormous amounts of enérgy are beihg'put inté
adversaria]_politicking that could more prOperiy be used

to resolve the nation's real problems. . .=

~ '"“hat the nation needs from busiﬁess énd government is
an understanding that neither one of thdse institutions
- has a monopoly on intelligence or probfty, or the wisdom’
‘to prescribe all by itself for the public welfare. |
knbw of nc way to build such understanding except through

education and experience.'
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| urge you to intensify your efforts and sharpen your resoive to
seek the new premises which Mr. Shaprio describes so well.. The potential
“-gains for -both government -and industry are too immense for any of us to

'take«a‘less‘challehging path.
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